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Abstract 
The project is about under which circumstances it could be beneficial for the european windmill 
industry to have protectionism applied. The project concludes that it could. The conclusion is reached 
through the use and investigation of economic trade theory, public choice theory and the concept of 
regionalism. This is done to investigate what protectionism is, where the political demand for 
protectionism arises and to investigate the possibility of the European union being capable of taking 
unified economic action. 
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2.0 Problem Area  
When the financial crisis hit the world in 2008 many economies around the globe was hit hard. When 
the recession kept going even after countless bank and stimulus packages from various governments, 
several producers around world had little choice than face the facts which meant cutting cost and even 
lay- offs (World economic outlook (International Monetary Fund); 2009). 
       
The recent development on the world stage has seen a large upcoming industry from nations outside the 
western hemisphere, for example India, China and Brazil. Increased competition has had the conclusion 
that many companies in the developed part of the world are either closed down or forced to cut cost due 
to the foreign competition (mit website). This has a double negative effect on the economies of for 
example Europe, because losing industry and export, with a rise in imports as a consequence hurts the 
trade balance. This has lead to tariff's on imported goods from Asia and others, but with limited effect 
(globalchange website) (European trade commission; 2011).  
 
This development of industry shifting west to east is seen as undesirable by various groups and 
individuals. It seems unlikely that the western world can survive without producing something. Within 
the EU there are now many voices that call for a restoration of an old economic tool called 
protectionism. Former French president Sarkozy said as late as 12th march 2012 that the EU should 
introduce a “buy european” law for government procurement of products (financial-post website).  
 
Protectionism was greatly used through history to protect nations from other nations aggressive 
economic policies. Protectionism is essentially governments putting tariffs on foreign goods or giving 
economic support, directly or indirectly to domestic producers, meaning that domestic produced goods 
becomes equal to or cheaper than the foreign goods; or in any other way gives domestic products an 
advantage and visa versa. This was done originally in the spirit of nationalism to protect the country's 
own interest (Nørbæk Hansen & Qvist, 2006; 359).  
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One of the reasons for this recent call for protectionism could be that the European Union has been 
largely successful in protecting its agricultural production, by means of economic support and 
guaranteed prices for the european farmers. This have had negative effects for many agricultural 
nations outside the union. Many other industries have not received such a high degree of EU protection 
and support (Ibid; 119-120). 
 
The wind industry has been spearheaded by european producers and has been dominating the market 
ever since. The european industry even managed to combat the crisis fairly well and increase the 
combined market share by 0,3% from 2009 (rechargenews website). But in 2011 the largest european 
market for windmills, China, was closed down by the introduction of a chinese protectionist law 
(European trade commission: 2011).  The european producers still have the lead but for how long?       
 
Looking at the supposedly unprotected wind industry in Europe, the project will try to find out if such 
applications of protectionism can help the European domestic industry. This is because it would be a 
large problem for the european countries if their industries moved abroad, like for example the 
windmill industry. Again leaving Europe with a loss in exportable produce and loss of general 
economic wealth. The project will seek to find out if protectionism is already being used in the form of 
“murky” protectionism, meaning indirect measures to prevent the import of foreign goods or support 
the export of domestic goods. This will be done through looking at current government support 
programmes for the largest wind industry countries in Europe. The question is whether it would even 
be possible to apply protectionism to secure home market industries, employment and economic 
wealth.  
 
The project will  introduce the concept of regionalization or regionalism. The concept is a result of 
globalization and the declining power of smaller nation states, leading to more regional co-operation or 
even regional legislative organs as seen in the European Union. (Heywood, 2007; 149). The reasons for 
the increased co-operation can be many, but is often grounded in economic incitements. Producing 
nations will almost always have a wish to access other markets and sell their products, while 
maintaining foreign competition on the local market at a minimum (Ibid;150). The project will look 
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into the EU as a region and see whether there exist a possibility of unanimous action within the EU.   
 
The problematic part of arguing for protectionism is that the european countries are members of the 
WTO1 that promotes free trade and frowns upon trade restriction (WTO website).    
A majority of nations in the world have a certain degree of pro- free trade in their economic policies 
which can be seen by the fact that the WTO have a 155 members. This is probably due to the clear 
theoretical advantages of free trade. Theoretically consumers gets the best products for the best price 
under free trade and competition (Christensen at al, 2008; 154-156).  
 
Despite the, at least official, free trade policies by most countries, the world has seen a rise in 
protectionism in the later years, however it is camouflaged or in other words it is 'murky protectionism' 
(European trade commission; 2011). The protectionism is applied as for example special demands to 
quality control or green taxes. This project will then try to find out whether there exist fair competition 
on the windmill market, focusing on the european producers and their largest markets and competitors. 
The project will not investigate whether protectionism will be good for the entire world economy, but 
only if it could benefit the european wind industry and possibly have a positive effect for the countries 
housing the industries. It is widely accepted, that protectionism is not considered entirely economically 
rational, but is a result of political and local public opinions (Baldwin at al, 2009; 1-13). 
 
To write this project, it has been necessary to accept that Protectionism is very much an economic tool 
but a political decision and therefore the political consequences of such actions will be discussed in the 
project along with an economic perspective. Many economists argue that protectionism is not 
economically rational and generally it will generate a welfare loss to the society who use it (Capie, 
1992; 30-31)(Christensen at al, 2008; 188). Therefore the project will look into when protectionism can 
be beneficial and under which circumstances.   
 
 
                                                 
1 World Trade Organization. Established in 1995. An organization who promotes free trade through the reductions of 
tariffs around the world (see: Nørbæk Hansen & Qvist, 2006; 465).  
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Protectionism has been linked to nationalism, but with the declining importances of the nation state it 
can seem that there does not exist a political demand for protectionism in the post-modern state 
(Baldwin at al, 2009; 1-13). But by looking into the public choice theory the project will try to explain 
where demand for protectionism could come from in these times. 
 
Protectionism requires academic attention because it has significantly increased since the beginning of 
the financial crisis in 2008. In 2008 until October 2010 333 trade restrictive measure were passed 
amongst the countries that trade with the EU. In the period from October 2010 until September 2011 
those countries passed another 131 new restrictive measures and only 40 were removed adding to a 
total of 424 measures passed since the financial crisis (European trade commission, 2011; 3-5). And a 
quick search in the RUC databases reveals, that all projects dealing with protectionism is a critique of 
the theory. This project will try to discuss and argue from an objective point of view when explaining 
the advantages and disadvantages of protectionism. 
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2.1 Problem definition: 
Under what circumstances could the european windmill industry benefit economically and politically 
from protectionism on this industry? 
 
Research questions: 
Chapter 4 
1) What is protectionism? 
2) When can  protectionism be beneficial politically and economically? 
 - Trade theory and microeconomics 
Chapter 5 
3) How is the political demand for protectionism created? 
  - Public choice theory 
Chapter 6 
4) Is the EU be capable of unified actions? 
 -Regionalism 
Chapter 7 
5) What is the position of the european windmill industry? 
6) Does there exist protectionism on the european windmills or the competition? 
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3.0 Methods 
The technique used to investigate the problem is hypothetically inductive as the project looks upon 
theories to make general rules, then proving them using a combination of qualitative and quantitative 
data. This is done in an attempt to investigate the problem definition. The project mainly uses 
secondary qualitative data to investigate the problem through theories. Through interdisciplinary 
theoretical discussion using both political and economic theories the project seeks to find under which 
circumstances protectionism could be beneficial. It then applies empirical data to investigate whether 
these criteria are or could be fulfilled under the current situation.  
 
3.1 Choice of theory 
In this section, the chosen theories are explained in accordance with the relevance of these theories and  
how they will be utilised to answer the research questions. 
 
Microeconomic trade theory 
The microeconomic trade theory introduces the concept of protectionism and is relevant as it is 
basically the economic part of  protectionism. In the project it is used to explain the economic 
mechanisms relevant when explaining protectionism. It is further used in the discussion of the 
advantages of free trade versus protectionism, where the microeconomic trade theory is used to explain 
the effects of both.  
 
The microeconomics used in this project helps give an interdisciplinary and objective view of 
protectionism as it is very descriptive and based on theories and explanations of economic phenomena.  
 
Public choice theory 
Public choice theory comes from positive political theory that models voters, politicians, and 
bureaucrats as mainly self-interested or in other words rent-seeking. The theory studies agents and their 
interactions in the social system or under alternative constitutional rules. Voter behaviour influences the 
behaviour of public officials. The theory is used to explain where the political demand for 
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protectionism comes from. This have been done through the collection of empirical data, which look 
into if some governments in the European Union have used protectionism, and if lobbies and other 
interest-groups could use their political influence to argue for protection of the windmill industry in the 
EU.      
 
Regionalism 
Regionalization is a theory describing tendency for patterns of economic and political cooperation 
between states in the same region. The nation state have become less effective in delivering security, 
stability and prosperity, but this can be achieved through regional organizations. Some investigators 
argue that regionalization is just a stepping stone to increased globalization, but again others view 
regionalization as a counter trend to globalization. This project sees the European Union as region. By 
doing so the project argues that the EU is able to implement economic policies that cover the whole 
region.  
 
3.2 Limitations 
Protectionism and the EU are very big subjects, and this gives the project not a few limitations. It is 
relevant to understand that the purpose of the project is to investigate whether/ when the european 
windmill industry could benefit from protectionism. This is done as an example. The windmills are 
chosen firstly because of relatively accessible data and the fact that Europe have a large industry within 
the field. Secondly, energy is a good that is essential. But it is important to note, that the conclusions 
will apply to any good fitting the requirements, thereby giving the project wider applicability. 
 
Limiting the project have been the problems of acquiring data from the fourth largest european 
company Gamesa. However the shortcomings in company data from that specific company have been 
severely outweighed by the amount of data accessible from the two largest, Vestas and Siemens. During 
the economic benefits analysis the project does not give a financial analysis of protectionism applied on 
the windmill industry within the EU. It keeps the analysis of advantages and disadvantages on a 
theoretical level, answering the problem definition. The same can be said with the use of public choice 
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theory where the project seek to prove that there could exist a a real demand for protectionism. The 
project does not intend to investigate interest groups of Europe, only that they exist. During the 
regionalism chapter the project seeks to investigate whether there is a tendency to more unification 
within the region of EU. This is done in an attempt to prove that the EU can act as a single economy. 
The project is aware that the European region have many cultural and political differences that could 
make political unification difficult, but this has been found irrelevant when investigating unified 
economic action. 
 
3.3 Sources 
This project have extensively used web links, however these have mostly been from recognized reliable 
sources such as major newspapers or investment sites. All web links from lesser known sources, have 
only been used to a certain extend, where it is not critical for the project if there exists minor mistakes. 
The use of web links is due to the actuality of the subject which requires up- to date data. 
The reports used in the project have been from very creditable sources and have all been subject to 
critique for subjectivity before being used. The most subjective, for example the CEPOS report, have 
only been used for quantitative data. The project have therefore only used the empirical data from the 
report and not anything that could have been a result of subjective thinking. The use of books lay the 
foundation of the project and these have all been carefully chosen. Many of them are university 
educational books which gives a good reason to assume at least a certain degree of objectivity when 
describing the basics of the theories. Conclusion must be that this project is based on reliable sources.  
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4.0 Protectionism a 'Bad Word' 
'Unfortunately, as the recession gets worse, protectionist forces will become stronger. A perverse cycle 
of feedback between recession and protectionism is no longer an historical reminiscence of the 1930s 
but a possible scenario now-hopefully still with a low probability-in the months and years to 
come'(Baldwin at al, 2009; 12, line 6-10).  
 
These are the words of former president of Mexico Ernesto Zedillo2. Since the finical crisis in 2008 the  
world have seen a rise in protectionism all over the globe. A ghost from the mercantile era has risen 
once more (Ibid; 1-13).  
 
But what is protectionism? As the word indicate it simply mean to protect something. Protectionism has 
its origin in mercantilism. Mercantilism is an economic policy with the trade balance as the dominating 
concept. Mercantilism was shaping the economy's in Europe from the 1500s to the end of 1700s.  
A country’s wealth was measured in gold and silver, and it was essential to have a positive trade 
balance. This should be achieved through import restrictions and limitations of consumption within the 
country. The industry was supported by government investments and export subsidies. The agricultural 
sectors primary objective was to provide cheap food products to the workers within the industrial 
industry’s, so living expenses was kept low and thereby making it unnecessary to rise workers salary 
giving the industry a competitive edge. To keep the industry running, cheap raw materials were also 
needed. These were achieved by acquiring colonies around the world. Trade with colonies was 
monopolized through the creation of big national trading companies (Nørbæk Hansen & Qvist, 2006; 
282). 
 
The mercantilistic policy made it essential to protect the home industry from foreign competition. 
Mercantilism was only reinforced by the political climate at the time where the chance of a major 
European war breaking out, was at an all time high, making it essential to be as self-sufficient as 
                                                 
2 Ernesto Zedillo Ponce de León. Born 1951. He served as president from 1994 to 2000. He was the leader of the 
Institutional Revolutionary Party. He is currently director of the center for the Study of Globalization at Yale University 
and director of Citi Group (nndb website).   
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possible in a potential time of crises. England was the first country in the world to begin 
industrialization and soon the european markets were over flowed with cheap industry products. The 
powers on the main land, France and the German states answer to this was protectionism (Capie, 1992; 
83-95).  
 
In the end of 1700s was the European economies and political systems changing. Liberal ideas and a 
switch to capitalistic economy was reshaping Europe. Protectionism was now closely linked to 
economic recession and nationalistic thinking, which emerged at the time. When there was growth in 
the economy, the European states were experiencing increased free trade and what might be called 
early globalization. These periods were followed by economic recession with heavy protectionism and 
nationalism. In both periods leading up to both world wars protectionism was dominating in economic 
relations (Ibid; 476-503). 
 
After 1945 was the world slowly but steadily moving towards freer trade on the global market, as the 
developed nations were recovering from the second world war, and developing nations were becoming 
increasingly industrialised. Protectionism was associated with the war, economic recessions and 
hostilities between nations, thereby making protectionism a 'bad word' even though all nations 
implemented it in some way or another (Patterson, 2006; 5-34).  
 
In the 1980s during the Regan and Thatcher era3 took the world market a rapid step forward towards 
freer trade and privatizing. This was further promoted through the international organizations in the 
1990's the  world trade organisation WTO and the international monetary fond IMF4. The economic 
doctrine of free trade, liberalization, privatizing and globalization was celebrated by most governments 
and politicians around world. Protectionism was still being used heavily, but you could not make a 
politician admit it (Ibid; 5-34). It looked like free trade and the liberal ideas it was connected to would 
                                                 
3 An era of monetarist economic policies, which meant privatizing and cut backs in the public budget. This lead to 
economic growth but unions was weakened and an increase in unemployment (see: Nørbæk Hansen & Qvist, 2006; 
424). 
4 International Monetary Fond. Established in 1945. An UN organization to stabilize currency conditions (see: Nørbæk 
Hansen & Qvist,2006; 184). 
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continue its wide spread success up until the economic recessions in 2008 (Baldwin at al, 2009; 1-13 ) 
 
4.1 The theory behind protectionism 
To understand the reasoning behind protectionism one must first recognize that protectionism is an  
economic tool, but a political decision. By recognizing that, the project will be able to better understand 
the reasons for using or not using protectionism. As will be looked further upon in this chapter 
protectionism hardly ever gives an economic pay- off, but can help maintain industries and business' 
and therefore employment. The theories of protectionism discussed during chapter 4.0-4.5 will be used 
in a theoretical argument against the theory of free trade in chapter 4.6. 
 
4.2 The welfare loss when introducing protectionism 
As mentioned  earlier, a protectionist measure would normally not give an economic pay- off. If using 
the economic description of welfare as consumption and the ability to consume, it would almost always 
lead to a societal welfare loss. This is because higher prices on a good reduces the consumption of that 
good by reducing the consumers ability to consume it, and is therefore considered a welfare loss.  
The project will now through economic theory explain that welfare loss, by looking at a small open 
economy country where the industry do not have a monopoly or the size to radically influence the 
world market price. In this example a percentage tariff or tax is imposed on import on a specific good.  
(Ibid; 18-19) (Christensen at al, 2008; 203). 
 
The theory argues, that the demand decreases with the imposed tax, and this forces the producer to 
decrease the price to counter the effects of the decreased production, meaning that the tariff will affect 
both the producer and the consumer resulting in a general welfare loss. The so- called dead-weight loss, 
where the producer makes less money and the consumer have to pay a higher price for the same 
product (Ibid; 203). 
 
Protectionism in the form of an import restrictive tariff is then, to be considered relatively irrational, 
when only analysed through economics. It hurts foreign producers and gives domestic consumers 
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higher prices. However there might be political reasons for imposing import tariffs. If the home 
industry is unable to compete with the world market prices an import tariff could close the price gap on 
domestic and imported goods. The home industry could then slowly evolve until it could compete with 
the regular world market prices and the tariff would be slightly withdrawn (Ibid; 182-183 & 224-225). 
 
The same can be argued if a country have a large industrial sector that have a disadvantage on the 
world market but is still somewhat able to compete Here it can be a rational political decision to protect 
this industry in order to protect jobs and help the industry compete creating more jobs and growth in 
the company. But only in a country with a large industrial sector, and public preference for industry. 
(Capie,1992; 30- 31). Both these cases of protection can possibly give long term economic benefits, but 
are more likely to result in higher consumer prices and should therefore be considered more a political 
investment in the protection of jobs rather than an investment with economic pay off. 
 
4.3 Export- subsidies and taxes with examples 
Another way to protect the industry could be by using export subsidies. An export subsidy is essentially 
a sum of money paid by the government to an inland producer for any number of product exported. 
This will help the producer sell the product on the foreign markets because it will be possible to sell at 
a lower price and still make the same profit (Christensen at al, 2008; 188). 
 
There will however be some negative effects on the foreign markets if a country decides to support its 
home exporting industry. Firstly there will be a decrease in price on the foreign markets because of the 
increased supply by the (now) supported producer. This will result in favourable consumer  
prices and generally the demand will meet the supply. But it can tend to work as what economic theory 
calls price “dumping”, because the producers on the foreign markets who are not protected can have 
problems trying to compete with the new lower prices. It must be noted that export subsidies can only 
affect the market this way if the production is large enough influence the entire market supply. 
Furthermore it will almost always result in a general welfare loss, because it will be very expensive for 
the government to support the industry. And because of the negative consequences for the foreign 
producers, it can result in a welfare loss in their countries, which in theory could create political 
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problems (Ibid; 189) 
 
A country could also do the exact opposite and tax exported goods, however strange it may sound. The 
theory behind it is, that in a larger economy where the production is able to impact the world market a 
country could tax an exported good in order to reduce supply and increase the world market price. In 
some cases this would increase the profit per sold good more than enough to counter the reduced 
amount of goods sold. This means that the companies would make more money, even though they sold 
less products. (Ibid; 95-96 & 223). 
 
4.4 Short analysis of the General motors bailout 
A good example of direct government support was seen when the US and Canadian governments 
offered a $50 billion bailout to the General Motors and Chrysler companies. The healthy parts of 
Chrysler had already been sold to the Italian Fiat company. But the US government had an interest in 
keeping as much of the company within the US to maintain and secure jobs, which is why they offered 
a favourable price for 10 percent of the stocks along with a government secured loan.  
 
The GM had declared bankruptcy, but the US and Canadian government (though mainly the US) 
bought 60 percent of the stocks and invested the previously mentioned sum. Of the $50 billion given to  
GM only $7 billion were given as a loan. The rest were direct investments in stocks (reuters website). 
According to economic rationality it would seem irrational to invest in a company doing so badly on 
the international market, that it was being out-competed by foreign companies. The rationality here lies 
with the political part. The US government had an obvious interest in keeping the jobs and making sure 
that the companies could compete on the international market giving a positive effect on the balance of 
trade. This however, is unfair competition if other companies on the market do not receive support. 
Unfair, but effective. General Motors is now the worlds largest car producer (forbes website). 
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4.5 Trade restrictive measures “Murky protectionism” 
Today most countries will try to avoid using obvious protectionist measures, simply because there 
exists a free trade doctrine within the WTO (WTO website) and protectionism is looked down upon. 
But almost all countries still try to protect some parts of their industry or trade by trying to give 
domestic companies support or other advantages on the world market. This can be seen by looking at 
the potentially trade restrictive measures imposed by the largest EU trading partners (European trade 
commission, 2011; 3-8). 
The statistic show the total amount 
of potentially trade restrictive 
measures amongst the largest EU 
trading partners. 
 
 
 
 
 
 
 
 
 
The countries in the statistic are all members of the WTO and should officially be pro- free trade. But 
as can be seen, they all have potentially trade restrictive measures. These measures can be put in the 
category of “murky” protectionism. Murky protectionism is, but is not limited to, “(...)abuses of 
legitimate discretion which are used to discriminate against foreign goods, companies, workers and 
investors. Examples include abuses of health and safety regulations, and clauses in stimulus packages 
that confine spending to domestic producers.”(Baldwin at al, 2009; 4, line 2-5) 
 
Examples of murky protectionism is for example China's laws on foreign investments in the electric 
vehicle (EV) sector. Chinese law prevents foreign investors to invest more than 49 percent in 
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companies that produce EV's or major parts to be used in EV's (European trade commission, 2011; 7). 
Another example is India's export duty on iron ore. India currently have a 20% export duty on iron ore 
(Ibid; 12). This will make it less likely for producers of iron ore to export the ore, instead in gives an 
incitement for these producers to sell it to domestic companies that can then refine it and export it, thus 
maintaining jobs in the refinement sector in India. 
 
These are rather obvious examples, but recently the EU tried to impose a green tax on all aviation 
companies flying either inside of the EU or to and from the EU (economictimes website). This is not 
obviously a protectionist measure, but it could have positive effects on the EU based aviation 
companies. It might make some non-EU companies abandon routes to and from the EU if they were not 
willing to absorb the tax, which would leave them available for EU companies that could absorb the tax 
and make money on the routes instead. Secondly the tax is for the amount of carbon dioxide pollution a 
certain trip makes. This would have a larger impact on big foreign companies operation routes to and 
from the EU because the longer flights pollute more than the internal flights (telegraph website). 
 
What the previous example show is that murky protectionism can easily be hidden in good intentions. 
Another example of this could be extremely specific industrial standards that makes it disadvantageous 
to produce abroad.  
 
Now that the theory behind protectionism and its possible implementations and outcomes have been 
clarified and discussed the project will hold it against the main opposing theory of free trade.   
 
4.6 Arguments for and against protectionism and free trade 
The original free trade doctrine is, that a country achieves the largest amount of welfare by 
participating in international free trade because the opposite would mean a reduction in exchange of 
goods, services, specialization and competition which would all result in a welfare loss (Christensen at 
al, 2008; 223). 
 
Kalle Engelhardt Kühlmann & Rasmus Christian Wolff Sander 
Regionalistic Advantages of Protectionism   
House 21.2 Group 19. 2nd semester  
Supervisor: Jenny Lewis 
20/45 
If a nation with imperfect competition opens its economy and introduced free trade it would generally 
mean lower prices on all products that were previously sold through a national monopoly, since the 
companies with the monopolies would be faced with competition and forced to make a reduction in the 
gap between marginal production cost and consumer price. Meaning a welfare gain for the consumers 
(Ibid; 226) This would be valid in a smaller (now) open economy, where the industry would not be 
large enough to significantly impact the market prices. It could also be beneficial for the companies 
because they would now have the opportunity to export goods and sell on the world market (Ibid; 226).  
 
The welfare gain of introducing free trade depends upon the level of free trade introduced in the 
economy. If the consumer is allowed to buy on the international market, it will generally result in lower 
prices for the consumer and therefore a welfare gain because he is able to buy more products. The other 
step that can be taken in opening up the economy will be to let the home industries export their 
products. If they are able to compete with the international market prices and increase their production, 
they will be able to make more profit. The combination of the two is to be considered a general welfare 
gain and is theoretically why most nations have introduced some kind of free trade. It must be noted 
that the theory only applies to a smaller closed economy that opens up to free trade (Ibid; 152-155). 
This combined with the increase in competition described earlier are the obvious advantages of free 
trade. It is very likely that free trade do not lead to a welfare gain for all consumers. This is very much 
dependent on the distribution policy of the country and other factors such as the competitive ability of 
the home industry. This must not be used as an argument against free trade because trade restrictions 
will lead to a welfare loss, as described in  chapter 4.1-4.5 and a loss of some of the previously 
mentioned welfare gains (Ibid; 156-157). 
 
Now the project has presented the main argument for free trade and an open economy, but there are 
examples where opening the economy and introducing free trade is not entirely beneficial. If we 
assume that the companies could not compete with the foreign producers and/ or did not have the 
capability to expand beyond the home market, free trade would not necessarily mean a welfare gain for 
the society as a whole but only a specific group of consumers. If the previous were the case, it could 
mean unemployment and less income for the consumers because uncompetitive business' would close 
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down. To prevent this, a country could use export subsidies or other protectionist measures to help the 
industry compete with the larger foreign industry in order to maintain jobs and export profits (Ibid; 
225). It would prevent the largest possible welfare gain from the free trade, but would also prevent a 
large welfare loss, if the home industry had a major disadvantage on the world market. This would 
possibly not be the most rational economic decision, but as mentioned in chapter 4.2 it could have 
certain political and societal benefits. 
 
However for the larger economy, protectionism could actually be economically beneficial. As discussed 
in chapter 4.3 the large economy with the capability to impact the market, can try to manipulate a 
market to its own advantage (Ibid; 95-96 & 223). When arguing for or against opening the economy of 
a large economy, one could look at its size and consumption. If for example an entire region or country 
has a very significant part of the world consumption of a good. Restricting the import would mean that 
the foreign producers would loose a lot of their market while the domestic producers would still have 
access to the entire market. This could give the domestic producers a huge advantage and out compete 
the foreign producers. It would only be possible if done by a country or region with a substantial 
percentage of the market consumption and would it be dependent on product and producers etc. This 
can be argued on the basis of the micro economic theory of supply and demand, removing a large 
enough part of the demand would make it unprofitable to produce or at least to produce at competitive 
prices (Ibid; 32).  
 
Another reason to apply protectionism could be to protect the “infant” home industry in order to help it 
evolve to a more compatible level before releasing it on the world market. This would typically be done 
with import tax on foreign goods (Ibid; 182-183 & 224-225). It would have a negative effect on the 
general welfare due to higher prices on the product. The idea is that in the long term, it will help create 
a stronger industry, that can compete with the foreign industries and therefore lead to a long term 
welfare gain.  
 
The main argument against the previously mentioned types of protectionism, especially countries that 
try to impact the market to their own advantage, will be that it can result in other countries protecting 
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themselves as well, leading to a decline in world trade and a welfare loss. The so called “retribution” 
argument (Ibid; 224). In chapter 4.0 it is described, how protectionism has been implemented just 
before major conflicts, and it is not entirely wrong to say that protectionism historically has lead to 
more than just political unrest (Capie, 1992; 476-503). 
4.7 sub-conclusion 
Chapter 4.0 has extensively described, discussed and argued about protectionism. What can bee seen 
from it is that protectionism only works in certain cases and only to a certain degree. It has also been 
concluded that when protectionism is applied with benefits, these are more often political than 
economic.  
 
The project will now introduce a summary of when protectionism can and cannot be beneficial. It must 
be noted that all arguments are based on a situation where all other things are held equal. 
 
Protectionism does not pay off in the case of:  
− A small economy with emphasis on non- industrial trade. In that case the country has no reason 
to protect its “industry” since its main income is servicing other countries industries and free 
trade in this case would mean more foreign industries to service 
− A small economy with a competitive industrial sector. The country will have a large advantage 
in exporting goods and making a profit on the larger world market because it can compete with 
prices. 
− A large economy with competitive industry, without the ability to impact the world market. This 
will be the same as the small economy. 
 
Protectionism can have societal or political benefits in the case of: 
− A small or large economy with an uncompetitive or upcoming (infant) industry sector. If free 
trade was introduced the industry could be out-competed by the world market. Jobs could be 
saved by protecting the industry until it was ready to compete on the world market. However at 
a general welfare loss. 
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− A small or large economy, with a disadvantage on the world market. In this case, the industry 
might be allowed better possibilities for growth, creating new jobs, by protectionist subsidizing. 
Again at a welfare loss. 
 
Protectionism can give a possible economic pay off in the case of:  
− A large economy with the ability to impact the world market. The economy could try to raise 
market prices by introducing export taxes. It could possibly increase profit per good sold abroad 
more than the loss in total goods sold. And the domestic prices would not be impacted. 
− A large country or region accounting for a large enough percentage of the world market 
demand. In this case cutting of imports could make it unprofitable for foreign producers to 
produce because of the sudden decrease in demand. It could lead to domestic production out-
competing foreign producers. 
 
It must be noted, that all implementation of protectionism could lead to retribution and other conflicts, 
completely negating the advantages. As argued, protectionism is very much a political decision, since 
the pay off is not always economic. This have led the project to investigate where demand for such a 
political decisions come from, and if there could exist a such demand. This have been done through 
working with the public choice theory.  
 
5.0 Protectionism the Political Decision 
'If we had a situation where these [steel workers] were our constituents and someone was breaking in 
their house and raping and robbing and pillaging them, we would want to send in a policeman to do 
something. In this instance, they [importers of foreign steel] are just coming in and taking their future, 
they are taking their jobs, they are taking all of their dreams away. … We must stand up for the people 
of this nation. We must stand up with a force of steel and with a backbone of steel. (Mr. Klink, 
Pennsylvania, Congressional Record, 1999)' (Rowley, 2002; 1, line 17-19). 
 
Protectionism is clearly a political decisions as already discussed in chapter 4.2. When protectionist 
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measures are implemented by a single nation state they are mostly not economically rational (proven in 
chapter 4.7), furthermore protectionism has been covered by old blood from the past making it a 'bad 
word'  in both economic and political thinking. Protectionism is a concept that comes from an era 
where mercantilism and national-chauvinism5 was dominate.  But now we live in an era of 
globalization, privatizing and free trade. Goods, services and people cross borders every day. We live in 
a multicultural world were the power of the nation state is declining, and the balance of the world is 
kept in check by international organizations like WTO, IMF and the UN6 (Heywood, 2007; 109-161). If 
the nation states power is declining and thereby the nationalism which created it, is it even possible that 
there exists a political climate were protectionism can be considered a good idea? Where does the 
demand for protection come from in the modern European state? This project have used Public Choice 
Theory to investigate this.  
 
5.1 Public Choice Theory 
The theory is used as a modern economic tool to study problems, which traditionally belonged to 
political science, but in this project its emphasis is on the political aspects. Public choice theory comes 
from positive political theory that models voters, politicians, and bureaucrats as mainly self-interested 
or in other words rent-seeking. The theory studies, agents and their interactions in the social system or 
under alternative constitutional rules. Public choice theory is related to social choice theory, which uses 
mathematical tools to study voting and voters. Voter behaviour influences the behaviour of public 
officials, so public choice theory often uses results from social choice theory. The theory refers to the 
average voter as the median voter. The median voter is the assumption, that the outcome of election 
decisions is the outcome most preferred by the median voter. This assumption is build on the majority 
election system, where political views are along a one-dimensional spectrum. The median voter 
predicts  that with majority elections, the views of elected officials will reflect the view of the median 
voter. This is because the median voter comprise a majority and therefore, the politician who relates to 
                                                 
5 'Chauvinism An irrational belief in the superiority or dominance of one's own group or cause.' (see: Heywood, 2007; 
446). 
6 United Nations. Based in New York. Established 1945. Members are obligated to work for international peace and 
security (see: Hansen & Qvist, 2006; 135-136). 
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these voters will also be the winner of these elections (Olson, 1971; 111-125 & 132-148).  
   
 
The theory is the brain child of Duncan Black7, who is recognized as the founder of public choice 
theory. The theory is often used to explain how political decision-making results in outcomes, that 
conflict with the interest of the general public. For example, many advocacy groups agendas conflicts 
with the desires of the overall democracy, however it makes sense for politicians to support these 
agendas. It can make them feel important and powerful, and it can be beneficial financially, by giving 
them the opportunity for becoming lobbyists in the future. These projects may be of interest to the 
politicians local voting district, and when the politicians are meeting the demand it will probably pay 
off in form of increased votes and campaign contributions. The politicians can easily meet the demand 
because they are spending public money which they pay little or no personal cost to achieve. The 
lobbyist groups are also behaving rationally, because they can gain big government favours worth large 
sums for small investments, and they risk losing market shares to their competitors if they do not 
achieve these favours. The taxpayer is also behaving rationally. The group who achieve the government 
give-away will of course gain more, while the individual taxpayer gain little. The individual taxpayer 
only pay a few Euros for any government favour, but if the government favour was closed down, it 
would cost for the individual many times more. Everyone who is involved in this system have rational 
arguments for their behaviour, and will continue with what they are doing, even though it will be 
against the general interest of the society. Costs are diffused. Benefits are concentrated. The strong 
organized minority groups with much to gain are favoured over the indifferent majority were the 
individual have little to lose (Ibid).        
 
5.2 Public choice specified and exemplified 
It is the general opinion, now a days, that free trade is the best way to improve a country's economic 
effectiveness, but as already explained the globe have seen a rise of protection in the later years, and 
before that, completely free trade was rather the exception than the rule. Free trade does create more 
                                                 
7 1908-1991. Scottish economist who laid the foundations of social choice theory (amacad website). 
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revenue for the small open economy, but that does not prove that it is making everybody better off 
within the individual economy. It only proves in the terms of total income, that benefits from free trade 
are higher than the losses, so there will be both winners and losers when free trade is implemented, and 
there is nothing there indicates that there is a capital transfer from winners to losers that could make 
everybody win on free trade. When using public choice theory we assume that most individuals and 
groups are more interested in their own costs and benefits than in those for their country or the world. 
This explain why it can be rational behaviour for some groups and individuals to want trade protection 
for their industry or group (Rowley, 2002; 2).  
 
As already discussed in this project the doctrine of free trade dominates in international economics. 
Economists predicted that free trade would defeat protectionism on the economic battlefield, because a 
majority of a population would lose from protectionism, but the rent-seeking mentality of the public 
choice theory make a quite different prediction. The theory predicts that well-organized producer 
groups will be very active politically and the result will be that producers have more influence than 
consumers on the political process. This influence will mean tariffs, quotas, voluntary export restraints 
and other protectionist measures. The rent-seeking mentality of the individual gives a good idea of 
where the demand for protectionism comes from (Ibid; 2-3).     
 
Traditionally protectionism was fueled by the mercantilistic model where national leaders believed that 
trade surpluses were the ideal for the economy, security and national power, but using these arguments 
one tends to ignore the general welfare loss generated by import and consumption restrictions, that are 
required to gain the positive trade balance, which is the goal of mercantilism. In these times the rent-
seeking public choice theory gives a better explanation of protectionism, but still interest groups will 
take advantages of mercantile ideologies to achieve their goals (Ibid; 4-5). 
 
The public choice theory is based on that public officials will support policies that maximize the chance 
of them being reelected. If a certain industry in a country were about to receive a level of protection, 
and if this level of protection should be decided by referendum, the bill, that receives most voter 
support, would likely appeal to what the theory call the median voter. If the voting is conducted by a 
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legislature, the legislator who support the median voters will tend to have a wish to be elected (Ibid; 6).   
In most countries around the world there are few voters who own much capital and many who own 
little to none, but most voters have the ability to conduct labor, so the median voter is likely to vote 
according to the interest of labor. This explain why many unions support protectionism in an effort to 
avoid the loss of jobs, which can be one of the outcomes of free trade. Job loss can also explain why 
free trade can be politically unpopular among median voters (Ibid; 7). 
 
Another reason for protectionism is that the victims of free trade liberalization are easily identifiable, 
while the winners are harder to identify. The median voter tends to empathize with the easily 
identifiable. When the median voter emphasizes with the losers of free trade, it has the consequence 
that there is little political support for free trade, while the pressure for protecting jobs may be vast. 
People tend to value what they already own, and not what they may gain in the future.  
Trade liberalization also gains more support, when the economy is booming, and does not receive as 
much support when the economy is in recessions. People tend to be more protective when they have 
more to lose (Ibid; 8).    
 
Protection against dumping is another argument. Dumping is selling a good on a foreign market at 
below the cost of production, or for less abroad than at home. There are three kinds of dumping: 
Persistent dumping is used to maximize profits by selling at a lower price in the foreign market than the 
home market. Predatory dumping is intended to dislodge foreign producers and gain a monopoly 
position. Sporadic dumping is used to get rid of surplus to not reduce domestic price. This can be 
interpreted as a hostile action, but can be avoided by protectionism in form on tariffs on imported 
goods. There is a tendency for domestic producers to accuse foreign producers of dumping, even 
though they have not done such a thing. Public choice theory have an answer to this. Self-interested 
producers will accuse competitors of dumping and get away with it, because local politicians will 
support them and try to affect how the different dumping cases are handled in courts. The politicians on 
the other hand will get support from the producers in their effort to be elected or re-elected (Ibid; 11-
13).       
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5.3 The demand for protectionism  
'(…) political parties in democratic countries (and to a sufficient extent, in dictatorial systems) seek to 
gain and hold power by promising and implementing policies desired by the electorate; and that 
competition for office will result in maximize the satisfaction enjoyed by the electorate.(...) It is further 
assumed that there exists a collective preference for industrial production, in that sense that the 
electorate is willing to spend real resources through government action in order to make the volume of 
industrial production and employment larger that than it would be under free international 
competition.(...) The origins of the preference for industrial production may lie in any one of number  of 
sources-nationalist aspirations and rivalry with other countries, the power of owners of and workers in 
industrial facilities to achieve a redistribution of income toward themselves by political means, or the 
belief that industrial activity involves beneficial “externalities” of various kinds' (Capie, 1992; 20, 
column 1 line 7-15 & column 2 line 7-29).  
 
There exist a strong demand for protectionism in Europe and protectionist measures are already a part 
of the wind market in Europe. The political think-tank CEPOS claims in their report Wind Energy 'The 
Case of Denmark' that the danish wind energy producer Vestas would not exist was it not for 
protectionism: 
 
'Denmark has been a first-mover in the wind power industry for over ten years, and its leading wind 
turbine manufacturers have been able to maintain a very strong global position. This has been a 
consequence of a concerted policy to increase the share of wind power in danish electricity generation. 
The policy has only been made possible through substantial subsidies supporting the wind turbine 
owners. This indirect subsidy has in turn generated the demand for wind turbines from the 
manufactures. Exactly how the subsidies have been shared between land, wind turbine owners, labor, 
capital and shareholders is opaque, but it is fair to assess that no danish wind industry to speak of 
would exist if it had to compete on market terms' (CEPOS, 2009; 3, line 29-36). 
 
When viewed in context with the public choice theory, this project make the assumption that there exist 
political pressure for protectionism from interest-groups. An example of this is the danish lobby group 
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Danish Wind Industry Association who recommend on their homepage, just before the danish election 
in 2011, that the voters should vote green or in other words they should vote on politicians who support 
the wind industry. The Danish Wind Industry Association according to their homepage, have far-
reaching cooperation with the German wind producer Siemens (windpower website).  
The international NGO Greenpeace argues on their homepage that the benefits of wind energy is much 
greater than traditional energy industry’s which uses fossils fuels as their primary sources of energy, 
because the wind energy do not cause damage to the environment. Greenpeace also makes 
argumentation for that the wind industry generates jobs, which makes the industry attractive to invest in 
(greenpeace website). Greenpeace fits in the public choice theory, because they are an interest-group 
which puts pressure on politicians, including european politicians, to follow their own rent-seeking 
agenda of saving the environment.     
 
Generally many politicians across the political spectrum and various environmental NGO argue for 
support for the wind industry, because windmills creates 'green energy', which is seen as an alternative 
energy sources to traditional energy sources like coal or oil. Green energy is seen as the main tool to 
fight global warming (nrdc website).   
 
5.4 Sub-conclusion 
Self-serving and special interests will always fight to protect themselves. That is what we can conclude 
from the public choice theory. Interest-groups, producers and unions even individuals wishes 
protectionism in one way or another. This interest-groups in Europe includes the danish and german 
governments, lobby groups like the Danish Wind Association, which is support by the german wind 
producer Siemens and finally NGO's like Greenpeace. They do this because of rent-seeking tendencies, 
that are dominating within the modern society. Today the biggest advocates for protectionism are often 
interest-groups who involve themselves in politics like well-organized producers and unions. Producers 
wish to shelter themselves from foreign competition, and unions wish to preserve jobs for their 
members in the home industry, which with free trade and competition can be outsourced or closed 
down. It is always specific groups and/ or individuals who will win on protectionism on the short-term 
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and never society in general as already discussed in the economic chapter. This is politically possible 
because the loser of protectionism is a big diffuse group consumers, which often is not aware that they 
would be better off with freer trade. While the producer and union lobbies will be very grateful for any 
protectionist measure the politicians pass. There is a clear tendency in politics that politicians regard 
producers more important than consumers (Patterson, 2006; 160-161).  
 
As proved  in chapter 3 the political decision of protectionism is mostly beneficial when done in a 
larger economy capable of radically influencing the market. Furthermore the project have concluded 
through public choice theory that there could exist a demand for protectionism. The project will now 
seek to investigate the possibility of a more unified economic action within the EU. This will be done 
by looking at the concept of regionalism. The groups which reaps the largest benefits from 
protectionism are smaller organized groups that have the capabilities to influence the politicians and 
politics.  
 
6.0 The EU a Possible Economic Fortress 
The European Union was formed 1993. Developed out of the European steel community which was 
founded in 1957. Originally it consisted of 6 members, but have expanded to 27 members. It is the 
most integrated regional organization in the world both when it comes to politics and economics 
(Heywood, 2007; 150). The organization was original created to prevent any future wars between 
Germany and France, but soon it adapted into something different. The Single European Act in 1993, 
which created the single european market, and the end of the cold war in 1991 sparked the begin of a 
new era. The era of  'new regionalism'. The single european market provide the nations in Europe with 
clear economic advantages, but this region-building also gave the Union the new freedom of 
manoeuvring as a superpower on the international political scene even though none of the member 
states is considered a superpower alone. The rest of the globe soon followed. Even United States the 
major superpower of the end of the twenty century end up in a region (NAFTA) to protect and promote 
its economic power and ideology (Warleigh-lack at al, 2011; 3).  
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6.1 Globalization and the weakening of the nation state 
The nation state and nationalism have shaped the world order since the french revolution, but now the 
old system is under attack. Since 1980's there have been a steady increase in globalization which 
includes economic, cultural and political aspects. Globalization is an elusive concept. It is a complex of 
processes often overlapping, interlocking and sometimes directly in opposition to each other. 
Globalization is primarily an economic process with political, social and environmental consequences. 
Globalization have its offspring in liberal ideology, which have led to deregulation, privatizing and 
have made capitalist free market stronger and more dominating than before. It have also led to a 
decrease of nations and governments power to control both economic and political aspects of their 
areas of interest. In the globalized economy goods, capital, information, services and workforces moves 
freely across state borders. It has also meant that world trade has increased as well as world industry 
production, which have caused environmental problems and unchecked capital movements. Kenichi 
Ohmae8 call this the 'borderless world' because an increasing range of connections have become of 
transworld or transborder character (Heywood, 2007; 143-149). Kenichi Ohmae also argues that with 
the demise of state actors have lead to what he calls 'region states'. A state actor become more 
significant when it is integrated into a regional structure, because the state actors see it self as a victim 
of cross-border processes (Shaun Breslin at al, 2002; 15).    
  
Globalization as a culture have been linked to homogenization9 which is right now being dominating 
by American culture, which again can be seen as a threat to local national culture. Globalization have 
also undermined the nation state in two ways, firstly economic and political power have been 
concentrated in the hands of transnational companies. Some of these companies have budgets that 
outrank some countries GDP, and because they can move any where in world and they are not 
accountable to individual governments laws. Many governments will go far to please these companies, 
because they generate jobs and huge amounts of tax revenues in the host country. Secondly the nation 
state is being threatened, because the pace of economic globalization far outruns the political 
                                                 
8 1943. He is a Japaneses business and corporate strategist (ohmae-report website)   
9 'Homogenization: The tendency for all parts or elements(in this case countries) to become similar or identical'  
(Heywood, 2007; 144). 
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globalization. Economical activity easily cross national borders, but political power does not. 
Governments are trapped behind national borders and the existing international organizations are to 
weak to counter global capitalism (Heywood, 2007; 143-149). 
 
 
This have lead to what some scholars call a counter trend know as regionalism:' Regionalizing the 
national economy can even be alternative to immersion in the broader  globalization process, as it 
increases trade while protecting what may be crucial but vulnerable sectors of the national economy 
from the dangers of full exposure to global economy' (Warleigh-lack at al, 2011; 4, line 7-10). 
 
6.2 Regionalization 
Globalization and free trade are known as tools to bring the world closer and prevent conflicts, but 
there are also alternative views on globalization. As already investigated national governments have 
lost a lot of their former power, this decrease in national governments effectiveness have lead the 
growth of regionalization (Heywood, 2007; 149-151).    
 
 '(...)regimes are not barriers to globalization, but rather 'in-betweens': 'the regional project is both 
part of and a facilitator of globalization, and a regional counter-governance layer in the world 
political economy' (Shaun Breslin at al, 2002; 8, line 27-29) 
 
Regionalization is the tendency for patterns of economic and political cooperation between states in the 
same region. The nation state have become less effective in delivering security, stability and prosperity, 
but this can be achieved through regional organizations. Some investigators argue that regionalization 
is just a stepping stone to increased globalization, but again others view regionalization as a counter 
trend to globalization (Heywood, 2007; 149-151).  
 
Kent Calder (1996) support this idea as regionalization as counter trend to globalization. The increase 
in intra-regional trade means a decrease in reliance on other regions like the NAFTA, which is centered 
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around the USA. Regionalization also leads to increased trade within the region like the fragmentation 
of production over national borders, within a region like the EU. If the components for a single industry  
is produced in different factories across a region, it will dramatically increase the production of the 
component. The goods still have to be sold somewhere, often it is in other regions. Is this 
regionalization or globalization? The answer is both. The development of regional production networks 
are driven by globalization and the goods they produces is often sold on the global market. Regional 
economic integration both halter and drives globalization (Shaun Breslin at al, 2002; 14).     
 
In the past regionalism has been seen as defensive mechanism to reduce dependence on the 
international economy, but now many scholars see regionalism as a way to secure a better competitive 
access to the global market. When that is said, it is still a fact that the defensive legacies of the past still 
exists in the minds of elites and governments in the various nations. This is fueled by the growing 
scepticism to the nature of unregulated global capitalistic market. The various governments and elites 
wishes to find a regional solution to the economic crisis and makes them question the advantages of 
neo-liberal strategies like free trade (Shaun Breslin at al, 2002; 7).      
 
The main reason for joining a regional organization is the economic benefits. Countries always want to 
penetrate foreign economies and markets to gain financial advantages, but they do not want it to 
happen to themselves (Heywood, 2007; 149-151). This have lead to protectionism in past and present, 
but as already presented in this project it is not beneficial for one smaller nation to implement 
protectionism of the represented economy. It is clear that protectionism functions much better within a 
large economy (see chapter 4.7). With decline of the Westphalian system and in a era of globalization 
creates a need to participate and respond to the global economy which can be driving forces for 
governments to join a regional organization or a trading bloc (Shaun Breslin at al, 2002; 16).    
 
The international organizations the WTO and the IMF's job is to promote free trade. The WTO and the 
IMF have several standing issues with the different regions including protectionist measures conducted 
by regions like EU protection its agriculture production (Heywood, 2007; 149-151). 
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6.3 Sub- conclusion: Protectionism the shield of the Union 
'It (EU) is the world's largest trading bloc, and sheer size of its market gives it incomparable potential 
influence on both international trade policies and international environmental policies' (Shaun Breslin 
at al, 2002; 59, line 6-8). 
 
In chapter 5.4 this project made a clear statement that exist a demand for protectionism on the wind 
industry, but just because their exist a political demand, and to some degree it is already implied (see 
chapter 7.1), it does not mean it can be economically beneficial. As the project described in the 
economic chapter 4.7 it will not be economic rational to use protectionism in a small open economy. 
This label covers most of the states in the European Union. Even though the nations of Germany and 
France have larger economies than the average member of the union it will not be beneficial for either 
one of them to use protectionism alone, because they will not be able to manipulate the entire world 
market (see chapter 4.7). It is also a fact that there exists competition on the wind market between the 
leading producers in the EU, due to free market competition within the union (Patterson, 2006; 90). In 
the recent years the european producers have experienced increased competition from North America 
and especially Asia (see chapter 7.1-7.2). The european producers still have the lead, but for how long? 
The Asian competition is a real threat and especially with their unfair business practices, have they 
closed in on the european producers (see chapter 7.3). The producers in the EU demands protectionism, 
and as explained in the public choice theory will the european governments and politicians likely give 
in to this pressure (see chapter 5.4), but if protection should not generated welfare loss must it be 
implemented on the larger scale, than the single nation. It is here that the integration into the regional 
economic networks comes into play.  
 
As already stated the EU is a region, but it is also the most economic and politically integrated region 
in the world. This process will likely continue due to the functional nature of the Union (Heywood, 
2007; 152). Recently, the members have taken another step towards larger economic integration with 
the financial pact, which was created to counter the economic crisis amongst members in southern 
Europe (europa website). 
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To effectively protect the wind industry the protectionist measures must be implemented to cover the 
whole region. This have already been done in the agriculture sector in EU (Heywood, 2007; 154).  
  
 
'The search for european unity and governance is driven by two competing visions. These are based on 
the notion that competitiveness requires constant-wide approaches, but they lead to opposite results. 
The first idea holds that market forces should operate on a continental basis, and subsequently the 
process of european integration should provide greater access to third parties. The second idea 
assumes that in terms of interventions and rules, the social-environmental dimension should operate 
similarly. This leads to a Europe that is more protectionist and closed to outsiders' (Shaun Breslin at al, 
2002; 59, line 10-17).  
 
Protectionism already exists on a nation level in the EU, as will be discussed in chapter 7. Joined 
European protection on windmills is just a political decision away, but it is not the case yet. The reason 
for this can maybe that the European industry is still dominating on the global market.  
 
7.0 “The Windmills” 
This chapter will investigate and analyse the situation of the European windmill industry. It will try to 
investigate if and how the industry is protected, including an application of the economic rules 
presented in chapter 4 stating when protectionism can be beneficial. The chapter will also investigate if 
the European industry appears threatened by foreign competition and try to analyse whether there exist 
protectionism on the main competition. As a note to the chapter, there exists a green energy aspect of 
windmills. And a reason for protection of the windmill industry could also be argued on the basis of 
pollution reduction. But as noted in the limitations, this project does not seek to investigate 
environmental benefits of windmills, since the windmills are being used as an example of an industry. 
 
7.1 Government protection of European windmills 
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The European windmill industry has been spearheading the alternative energy sector with industry 
giants like Vestas, Siemens and Gamesa giving a combined EU market share of 34,8%10 in 2009 
(mywindpowersystem website). This have been much due to government support within the EU 
countries, mainly the largest windmill producers Germany and Denmark, who have been promoting 
green energy with heavy government subsidizing (protectionism). In Denmark the government 
introduced the Public Service Obligation, PSO, in around 2001 which is a programme to divert tax 
money into green energy investments such as windmills and solar power (CEPOS, 2009; 20). The 
system has been effective in diverting consumer energy taxes onto subsidies on green energy export 
with wind energy receiving the most support in 2008 (Ibid). This have led the danish wind industry to 
become world leading with the danish company Vestas having a 14,8% world market share in 2009 
(mywindpowersystem website). However, as the project concluded in chapter 4.7, export subsidies can 
result in higher domestic prices, and the danish energy prices have risen to the highest in Europe at a 
0.2975 Euro per kilowatt hour, including tax, in 2011 with a European average of 0.1836 (appendix 1). 
This clearly show that the consumers pay for the protection of the industry. 
 
The same example can be used of Germany where the german energy sector receives “feed in” tariffs 
which is subsidies given to domestic companies per unit produced for the domestic market. In Germany 
the tariff is in € cents per kilowatt hours produced by domestic windmills and given to the energy 
companies to give them an incitement to establish windmills. The  2010 rate was 3,7 € cent per kilowatt 
hour. (Manuel Frondel at al, 2009; 11) But the same welfare loss that was experienced by the danish 
consumers, is also experienced by the german, who pay the second highest energy prices in Europe at a 
rate of 0.253 € cent per kilowatt hour. (appendix 1)   
 
This show that the windmill industries largest players in Europe are protected by their respective 
governments, but the consumers suffer the anticipated welfare loss, higher energy prices. 
 
                                                 
10 Market share is measured in percentage of the total megawatt capabilities of windmills produced that year. The market 
share is calculated on the base of the 10 largest producers since they account for 78,2 of the market (rechargenews 
website). The actual market share may therefore very slightly. 
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7.2 The competition 
The European windmill industry have had a large amount of the market share, and the protectionism 
applied by local governments in Europe seems to have worked to a certain degree. Although the danish 
company Vestas lost 2,1% of its market share from 2009 to 2011, the combined European market share 
managed to increase 0,3% to 34,8% in the same period . The main region that competes with the 
european companies is the Peoples Republic of China, with a combined market share of 28,7% in 2009 
(mywindpowersystem website) (rechargenews website). China is not only the second largest regional 
windmill producer, it also accounts for 50% of the world market demand (greenworldinvestor website). 
For comparison the third largest regional competitor is the USA with a market share of only 7,7% 
(rechargenews website).  
 
7.3 Unfair competition 
Until 2007 the protectionism applied from both the european countries and China had been subsidies 
given in different ways to promote growth in the industry. (greenworldinvestor website). There had 
been a relatively free market where EU producers could sell on the important chinese market. 
 
But in 2003 China implemented a so called “buy chinese” law that required local, regional and national 
government and private buyers to buy chinese products except for: “products that cannot be obtained 
in China or cannot be obtained in China under reasonable business conditions or for products that are 
to be used out of China..” (European trade commission, 2011; 76 line 12-14). In 2007 the law was 
further modified to limit the procurement of foreign goods unless in cases where: “(...)domestic 
products are 'unreasonably' more expensive or of lower quality.“ (Ibid; 76 line 16-17). This is the first 
case of “murky” protectionism on the windmill industry by China aimed at the european dominating 
companies. In 2009 new trade restrictive or protectionist measures were being debated in China (Ibid). 
And in 2011 these measures was implemented as “The National Energy Administration’s ‘Notice on 
Issuing Interim Measures on Administration of Grid Connection Testing for Wind Turbine Generator 
Sets”(Ibid; 66 line 13-14). This “notice” meant that from one day to the next all windmills was required 
to have a local (chinese) test certificate rendering all non domestic companies almost unable to sell 
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windmills on the chinese market (Ibid). 
 
This protectionism has been very hard for the european windmill companies because, as mentioned 
earlier, China accounted for 50% of the world market demand in 2011.  
When looking at Vestas, Gamesa and Siemens that are all stock companies, their stocks have 
plummeted since 2011. The Vestas stock have suffered a 72,7% decrease within a year from 2011 to 
second quarter of 2012 (euroinvestor website). The same can be seen with Gamesa stock that fell 
68,9%.  The Siemens stock have done slightly better with a decrease of “only” 29,9% in the same 
period (Ibid). But it must be taken into consideration, that Siemens not only produce windmills, like 
Vestas and Gamesa.  
 
At this point the European industry could accept the fact that they just lost half their potential market or 
they could call for protectionist counter measures, to make sure that the european companies can still 
compete internationally.  
 
7.4 Sub-conclusion benefits of protecting the european windmill industry   
Windmills have many elements to them, from production to sales and it would only make sense to 
protect the European windmill industry if it was actually located within the EU. Vestas alone has over 
21 production facilities, 22 sales and 5 research departments in Europe (vestas website). The job loss 
from a collapse in the European windmill industry would be substantial, and a large potential for new 
jobs would be lost. In chapter 7.2 it was proved how the European windmill industry is the worlds 
largest measured by market share and the lost revenue from that would also be a considerable economic 
loss. For example, Vestas is expecting a turnover for 2012 around €6.500mio-€8.000mio (Ibid).  
 
The european windmill industry has been met with obvious unfair competition. Even though it have 
captured large market shares, things are not looking as good as they used to. Even though the 
government in the individual EU countries have implemented protection, the fall in stocks stands for 
itself to prove that the companies could need a helping hand. This helping hand should however be a 
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strong one, as the project concluded in chapter 4, only the large economy with the capability to 
manipulate the entire market can benefit from protectionism. The individual countries do not hold a 
significant market share, when held up against the combined share of chinese state owned companies. 
But together their market share exceeds that of any of the competitors, as proved in this chapter. If the 
EU could take multilateral action, it would theoretically be better than the countries standing alone. 
 
However there are obvious costs, and welfare losses attached to the implementation of protectionism. 
The high energy prices mentioned in this chapter is just an example of these, but the pros and cons of 
protectionism are described more thoroughly in the sub- conclusion in chapter 4.  
 
8.0 Conclusion 
When looking at what this project has found out, protectionism can theoretically work under the right 
circumstances. If an economy is large enough and has the industrial capability and/ or market share to 
impact the entire world market, it can be possible to manipulate it to own advantage. However  the 
project has explained how protectionism in most cases will not yield any economic benefits it has also 
explained how protectionism is a political decision, and sometimes the political advantages outweigh 
the economic. Most nations are a member of the WTO meaning that they have a certain degree of free 
trade in their policies, however the project discovered that protectionism is on the rise amongst 
Europe’s trading partners. This led to the investigation of whether their could be a demand for 
protectionism within the union as well.  
 
During this, the project worked with the Public choice theory, that explained the rent seeking mentality 
of politicians and interest groups. This led to the conclusion that if there exist groups within society that 
can benefit largely from protectionist policies, politicians can be influenced by these groups to take 
those decisions, because the politicians are dependent on these groups to be elected (or re-elected).  
 
When looking at the interest groups of Europe, the project discovered, that there exists well structured 
groups consisting of influential organisations and producers. Furthermore it is clearly proven that there 
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is a tendency for politicians to value producers over consumers in the matters of protectionism, because 
it is very clear who wins on protectionism, but the losers are normally a large diffuse group of 
consumers. This has led the project to conclude, that there could exist a theoretical demand for 
protectionism on the windmill industry, because these groups would benefit from it, both economically 
and politically.  
When investigating the European windmill industry, the project discovered that it was world leading 
holding a combined, very large market share. The project discovered how there existed protectionism 
in two of the leading windmill producing countries within the EU, but also how the strongest 
competition recently had received even more protection. After concluding that the unilateral protection 
of the industry had only led to the welfare loss, that the economic theory fore- scribed, the project 
concluded that the unilateral protection had been somewhat ineffective. This is mainly because the 
countries protecting the industry, did not hold a significant enough portion of the market to radically 
influence it. And when the largest market for selling windmills, the chinese (accounting for 50% of the 
world demand) was protected in 2011, the stocks of the three major european windmill companies 
plummeted. Whether these events where interlinked, the project cannot conclude, but the project found 
it striking, that they occurred simultaneously. The protection of the chinese market happened at a time 
when the largest chinese companies held a market share of 28,7% and was successful. This leads the 
project to conclude that combined european protectionist action, when the european companies holds 
34, 8% of the market, could be effective in protecting the industry.  
 
Furthermore, through the investigation of regionalism and the integration of regions the project found 
that there exists the possibility for the European union to act as one. This would grant it a significant 
size in both economic terms, but also in market share of windmills leading the project to conclude, that 
united European protectionist action could work according to economic theory because it as a region 
will have a larger size on the windmill market than countries that have successfully implemented 
protectionism. 
 
The conclusion must be, that the European windmill industry could benefit from protection of the 
windmill industry on a societal and internal political plan if it meant keeping the industry competitive 
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and thereby maintain jobs and profits. On a larger political scale, the project finds it likely that it would 
create global political problems because of the WTO membership, but the project is unable to conclude 
on these consequences because it is impossible to know how the world would react to protection on a 
very specific market. However this will be debated in the perspective.  
9.0 Perspective 
The project have concluded that the European Union could benefit from protectionism. But as 
mentioned in chapter 4 there exists a retribution argument arguing, that if a nation applies obvious 
protectionism the response abroad will be counter protectionism. This would certainly not be beneficial 
for anybody. As proved in the project, most countries are members of the WTO and will therefore be 
facing the risk of being sanctioned for any obvious protectionism. This would definitely not contribute 
positively to any kind of political relations. This brings to mind that protectionism is considered 
amongst some scholars as one of the main reasons for the first world war and a contributing reason for 
the second.  
 
For these reasons, the project finds it unlikely that any application of protectionism will be completely 
obvious. The most likely thing the EU will do to counter protectionism will probably be negotiating 
through diplomatic channels.   
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